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Chapter I 



Introduction 

1. The Council were appointed in August, 1957 with the following terms of 
reference: 

“ Having regard to the desirability of full employment and increasing standards 
of life based on expanding production and reasonable stability of prices, to keep 
under review changes in prices, productivity and the level of incomes (including 
wages, salaries and profits) and to report thereon from time to time ”, 

2. They have made two reports, the first on 17th February, 1958, and the 
second on 12th August, 1958. 

3. The original members of the Council were Lord Cohen, Chairman, 
Sir Harold Howitt and Sir Dennis Robertson. Sir Dennis Robertson resigned 
in December, 1958, and his place was filled by the appointment in February, 
1959, of Professor E. H. Phelps Brown, Professor of the Economics of Labour 
in the University of London. 

4. The original Secretary and Assistant Secretary of the Council were Mr. 
W. A. B. Hopkin and Mr. F. T. Blackaby. Their terms of service with the 
Council expired in tire autumn of 1958, and their places were filled by Miss 
K. E. Boyes and Mr. J. Lane. 

5. The Council’s terms of reference are so wide that it would plainly be 
impossible for them to cover the whole field in any one of tlreir reports. It seemed 
to the Council that the first matter requiring consideration was the continuous 
rise in prices since the end of the second world war. Accordingly they devoted 
their first report, in the main, to an attempt to determine the cause of that rise 
and to consider what should be the Government’s policy on prices. The Coimoil 
then went on to comment on the measures in fact adopted by the Government in 
September, 1957, and the consequences likely to follow. 

6. The conclusions of the First Report may be summarised very briefly as 
follows : — 

(a) the main cause of the rise in prices and incomes in the post-war period 
had been excessive demand; 

(h) the objective of Government policy should be to stop inflation and not 
merely to moderate its course; 

(c) the introduction of the restrictive measures in September, 1957, was 
fully justified and at the date of the Report the time had not arrived for 
a relaxation of the pressure. But — 

(d) the immediate impact of damping down demand must be a check to the 
growth of investment, and some increase in unemployment. 

7. Though the Council concluded that restraints were necessary at that time, 
they continued to hold in view the steady growth of production and a high 



Printed image digitised by the University of Southampton Library Digitisation Unit 



level of employment as objectives of economic policy, and the structure of 
the Second Report was arranged with a view to discussing how far, con- 
sistently with reasonable stability of prices, those objectives could be attained. 

8. By the time the Second Report was published, the Government had already 
adopted certain measures aimed at an expansion of demand. The Council 
came to the conclusion that these measures were justified and that policy should 
continue to aim at this expansion, though it should proceed gradually and with 
caution if reasonable stability of prices were to be maintained. 

9. The Council have always regarded it as their first duty to present the facts 
and figures about the movements of prices, productivity and incomes in language 
intelligible not only to economists, but to all who may be interested in these 
questions. The second chapter of each of their reports has been devoted to 
“ Facts and Figures ” and Chapter II of the present report brings these as 
nearly up to date as published figures allow. 

10. In Chapter III we review the developments in the economic situation 
since the Second Report and consider the prospects for the next few months. 
In Chapter IV we take a longer view of some present problems. In the two 
following chapters we turn from this general review to a more detailed considera- 
tion of a particular aspect of our problem. One of the salient features which 
emerges from Chapter II is the slow rate of growth of our output in recent years. 
In Chapter V we examine the possible reasons for this check. This leads 
us in Chapter VI to discuss what is for many countries to-day the great 
unsolved problem of economic policy, i.e. how to hold a middle course between 
the mood and measures of restraint, which stop prices rising but also hold back 
output and employment, and those of expansion, which stimulate output and 
employment but lead to constantly rising prices. This rise in prices is bound 
up with a rise in money incomes, and the problem would be more manageable 
if there were some means of ensuring that these incomes did not in total rise 
more than output even when the economy was fully extended. Various sug- 
gestions have been made for the development of institutions and practices to 
this end. It may well be that the time is ripe for a comprehensive survey of our 
current procedure, and the possibility of improving it, by a body specially 
constituted for that purpose. We have felt that we might ourselves usefully 
place on record some of the suggestions put forward in recent discussion. We 
have done this in Chapter VI without trying to arrive at any conclusion, but 
with the object of increasing awareness and stimulating discussion of a major 
problem of our time. Chapter VII contains a summary of Chapters II-VI. 

11. On this occasion, as in the preparation of the two previous reports, we 
have not thought it advisable to hold public sessions or require written sub- 
missions from those we invited to discuss our problems with us. We have 
had the advantage of discussions with representatives of the Treasury, the Board 
of Trade, the Ministry of Labour, the Ministry of Pensions and National 
Insurance, the Bank of England, the Committee of London Clearing Bankers, 
the Association of British Chambers of Commerce, the British Employers’ 
Confederation, the Federation of British Industries, the National Union of 
Manufacturers and the National Institute of Economic and Social Research. 

12. A number of those professionally concerned with the subjects of our 
inquiries have given freely of their time and thought to comment on parts of 
our argument or to draw up memoranda on the subjects discussed in Chapter VI. 
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We give their names in the Appendix and would acknowledge here our great 
indebtedness to them, but they are in no way to be held responsible for any 
statements of fact or opinion in this Report. We have also derived help from 
the published work of many others who are too numerous to list here. 

13. We again invited the Trades Union Congress to discuss our problems 
with us, but to our regret they refused our invitation. 

14. The statistics used in this report are drawn in the main from Government 
and United Nations publications supplemented in some instances by calculations 
made by the Central Statistical Office and the National Institute of Economic 
and Social Research. 

15. We must again make it clear that the conclusions we have expressed in 
the subsequent chapters of this report are entirely our own and no responsibility 
for them can properly be attributed to any of those who have assisted ns. 

16. We cannot conclude this portion of our Third Report without expressing 
our gratitude to our Secretary and her assistants for their invaluable help. 
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